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:KDW�LV�.QRZOHGJH�0DQDJHPHQW�DERXW"
$�FRQVLGHUDWLRQ�IURP�D�PDQDJHPHQW�SRLQW�RI�YLHZ

%\�$QGUHDV�(��)LHGOHU

,QWURGXFWLRQ:KLOH� PDQDJHPHQW� ILHOGV� OLNH� TXDOLW\�SURMHFW�RU�ULVN�KDYH�JRW�D�VWDQGDUGLVHG�GH�ILQLWLRQ�WKH�VDPH�LV�PLVVLQJ�IRU�NQRZOHGJHPDQDJHPHQW�� 7KH�GLVFXVVLRQ�RU� FRPSHWL�WLRQ� UHJDUGLQJ� D� UHDVRQDEOH� FRQFHSWLRQZKDW� NQRZOHGJH�PDQDJHPHQW� LV� DERXW� LVVWLOO� LQ�SURFHVV��+RZHYHU�� LW� LV� UHPDUNDEOHWKDW� WKHUH� DUH� WHFKQRORJ\�EDVHG� VXJJHV�WLRQV� IRU� GHILQLQJ� �NQRZOHGJH� PDQDJH�PHQW��� ,I� WRGD\�DQ\ERG\�FDPH�XS�ZLWK� WKHLGHD� H�J�� WR� GHILQH� TXDOLW\� PDQDJHPHQWWKLV�ZD\���V�KH�ZRXOG�QRW�VXFFHHG�� IRU�ZHKDYH� DOUHDG\� XQGHUVWRRG� WKDW� WHFKQRORJ\LV�D� UHTXLUHPHQW� WR�PDQDJH�TXDOLW\� HIIHF�WLYHO\�DQG�HIILFLHQWO\��EXW�WKDW�WHFKQRORJ\�LQQR� HYHQW� FDQ� UHSODFH� WKH� PDQDJHPHQWDFWLYLW\�
7KLV� DUWLFOH� VXJJHVWV� D� FRQFHSWLRQ� RINQRZOHGJH�PDQDJHPHQW� WKDW� LQFOXGHV� WKHPDQDJHPHQW� SURFHVV� DV� LQWHJUDO� SDUW� RINQRZOHGJH� PDQDJHPHQW� DQG� DSSUHFLDWHVWKH�DIILQLW\�WR�RWKHU�PDQDJHPHQW�ILHOGV�

$SSURDFKHV�WR�GHILQHNQRZOHGJH�PDQDJHPHQW8QIRUWXQDWHO\��WKH�FXUUHQWO\�PRVW�FRPPRQDSSURDFK� WR� NQRZOHGJH� PDQDJHPHQW� LVWKH� WHFKQRORJ\�EDVHG� DSSURDFK�� 7KLVPHDQV� PDLQO\� WKH� GHSOR\PHQW� RI� VHDUFKWHFKQRORJLHV� FRPELQHG� ZLWK� LQWHUIDFHV� WRRWKHU� DSSOLFDWLRQV�� 6XFK� DSSURDFK� FDQDOVR�EH�QDPHG��:DUHKRXVH��DSSURDFK�
$Q� LPSRUWDQW� DVSHFW� RI� WKLV� DSSURDFK� LVWKDW� NQRZOHGJH� PDQDJHPHQW� LV� DERXWUHVWRULQJ� LQIRUPDWLRQ�� ,Q� RWKHU� ZRUGV� DQLQIRUPDWLRQ� JDLQHG� LQ� WKH� SDVW� VKDOO� EHXVHG�LQ�D�FXUUHQW� WDVN��+HQFH��NQRZOHGJHPDQDJHPHQW� LV� FRQFHUQHG� ZLWK� WKHTXHVWLRQ� KRZ� WR� UH�XVH� NQRZOHGJH� LQ� DQRUJDQLVDWLRQ�
7R� FRQWLQXH� WKH� DQDO\VLV�� 'RHV� DQRUJDQLVDWLRQ�KDYH�UH�XVDEOH�NQRZOHGJH�DWDOO"�-XVW�PDNLQJ�GDWD�DYDLODEOH�DJDLQ�GRHVQRW�PHDQ�WKDW�WKH�NQRZOHGJH�FRQWDLQHG�LQWKH�GDWD�LV�XQGHUVWRRG�DQG�FDQ�EH�DSSOLHG�
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:H�FDQ�NHHS�LQ�PLQG�WKDW�NQRZOHGJH�IURPD�FXUUHQW�SURMHFW�RU�SURFHVV�FDQQRW�VLPSO\EH�VWRUHG��EXW�KDV�WR�EH�DGDSWHG�LQ�D�ZD\WKDW� ODWHU�ZLOO� DOORZ� WR� UH�XVH� LW� HIIHFWLYHO\DQG�HIILFLHQWO\�LQ�D�QHZ�WDVN�
.QRZOHGJH�PDQDJHPHQW�DVPDQDJHPHQW�RI�NQRZOHGJH,W� LV� D� PHULW� RI� WKH� TXDOLW\� PDQDJHPHQWPRYHPHQW� WR� SRLQW� DW� WKH� G\QDPLF� RIPDQDJHPHQW�� (DFK� PDQDJHPHQW� GH�VFULEHV�D�FRQWURO�ORRS�WKDW�IRUPDOO\�PLUURUVWKH�FRQWLQXRXV�LPSURYHPHQW��7KH�'HPLQJ:KHHO� ZLWK� LWV� IRXU� VWHSV� LV� D� IDPRXVUHSUHVHQWDWLRQ� IRU� VXFK� D� FRQWURO� ORRS�3ODQ� �� 'R� �� &KHFN� �� $FW�� DOVR� NQRZQ� DV3'&$� &\FOH�� .QRZOHGJH� PDQDJHPHQWDOVR� KDV� WR� FRQWDLQ� WKLV� FRQWURO� ORRS�� DQ\WHFKQRORJ\� RQ� NQRZOHGJH� PDQDJHPHQWKDV�WR�VXSSRUW�WKH�FRQWURO�ORRS��$�OD\RXW�RIWKH� NQRZOHGJH� PDQDJHPHQW� FRQWURO� ORRSFDQ�H�J��GLVSOD\HG�DV�IROORZV�x +DUYHVWLQJ�NQRZOHGJH��7KLV�LV�WKH�VWHSRI� FROOHFWLQJ� NQRZOHGJH�� 8VLQJ� WKHWHUP� �KDUYHVWLQJ�� PDNHV� VHQVH�� IRUNQRZOHGJH� LV� VRPHWKLQJ� JURZLQJ�FRQVWLWXWHV�D�IXQGDPHQWDO�QHHG�RI�DQ\RUJDQLVDWLRQ�� DQG� UHSUHVHQWV� D� PDMRUYDOXH� WKRXJK� LW� LV� QRW� H[SOLFLWO\� VKRZQLQ�WKH�EDODQFH�VKHHW��+DUYHVWLQJ�KDV�WREH�FDUULHG�RXW�ZLWK�WKH�IXUWKHU�VWHSV�RIDGDSWLQJ�DQG�UH�XVLQJ�LQ�PLQG�x $GDSWLQJ� NQRZOHGJH�� 7R� EH� UH�XVDEOHNQRZOHGJH� KDV� WR� EH� VWRUHG� LQ� D� ZD\WKDW�SUHVHUYHV� WKRVH� LVVXHV�FULWLFDO� IRUVXFFHVV�� 7KLV� UHIHUV� WR� WKH� FRQWH[WXDOGHVLJQ� RI� NQRZOHGJH� PDQDJHPHQWZKLFK�ZLOO�EHFRPH�VXEMHFW� ODWHU� LQ� WKLVWH[W�

x 5H�XVLQJ�NQRZOHGJH��LW�LV�QRW�VXIILFLHQWIRU�NQRZOHGJH�PDQDJHPHQW� WR� UHVWRUHWKH� LQIRUPDWLRQ�� .QRZOHGJH� PDQDJH�PHQW�KDV�WR�DFFRPSDQ\�WKH�SURFHVV�RIDSSO\LQJ� NQRZOHGJH� WR� VHUYH� DV� LQSXWVRXUFH�IRU�LPSURYLQJ�NQRZOHGJH�x 7KH� LPSURYHPHQW� RI� NQRZOHGJH�.QRZOHGJH�LV�QRWKLQJ�VLPSO\�VWDWLF�EXWFKDQJHV� ZLWK� QHZ� LQVLJKWV� DQG� QHZ�WHFKQRORJLFDO�� RSSRUWXQLWLHV�� 7KHVDPH�ZD\�DV� WKH�FRQWLQXRXV� LPSURYH�PHQW� LQ� TXDOLW\� PDQDJHPHQW� NQRZ�OHGJH� PDQDJHPHQW� KDV� WR� VWULYH� IRUFRQWLQXRXV� LPSURYHPHQW� RI� NQRZ�OHGJH�
7KH� GLVSRVLWLRQ� RI� NQRZOHGJH� LQ� NQRZ�OHGJH� PDQDJHPHQW� FDQ� EH� GRQH� H�J�� E\XVLQJ� URDGPDSV�� 5RDGPDSV� DUH� NLQG� RIWHPSODWHV� WKDW� FRQWDLQ� NQRZOHGJH� ZLWKUHJDUG� WR� D� VSHFLILF� SURMHFW�� SURFHVV� RU� DSDUW�RI� WKHVH�DQG�SXW�HPSKDVLV�RQ�FULWLFDOVXFFHVV� IDFWRUV�� ,W� LV� LPSRUWDQW�QRW�VLPSO\WR� VWRUH� NQRZOHGJH� LQ� IRUP� RI� GDWD�4XHVWLRQV�DUH�RI�PDMRU�YDOXH�ZKHQ�NQRZ�OHGJH� VKDOO� EH� UH�XVHG� ODWHU� �� TXHVWLRQVJHQHUDWHG� IURP�KDUYHVWHG�NQRZOHGJH�DQGDSSOLHG�LQ�D�FXUUHQW�WDVN��.QRZOHGJH�LV�QRWSUHVFULSWLYH� ZKLFK� RQO\� ZRXOG� UHVXOW� LQGRLQJ� WKLQJV� DV� WKH\� DOZD\V� KDYH� EHHQGRQH�� .QRZOHGJH� LV� LQVSLULQJ� �� ZLWK� WKHOLFHQVH�WR�WKLQN�
&RQWHQW�RI�.QRZOHGJH0DQDJHPHQW.QRZOHGJH� PDQDJHPHQW� KDV� ILUVW� RI� DOOHQTXLUH� WKH� VXFFHVV� IDFWRUV� FULWLFDO� WRFRPSOHWH�WKH�WDVN�DV�VXFK�NQRZOHGJH�LV�RISDUWLFXODU� LPSRUWDQFH� DQG� LQWHUHVW�� 5H�
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VWULFWLQJ� WR� UHDOO\� QHFHVVDU\� NQRZOHGJHSUHYHQWV� D� IORRG� RI� LQIRUPDWLRQ� ZKHQHYHU\WKLQJ� LV� MXVW� VWRUHG�� .QRZOHGJHPDQDJHPHQW� KDV� WR� IRFXV� RQ� ZKDW� LVUHDOO\� HVVHQWLDO�� $� EULHI� RYHUYLHZ� VKRZVZKLFK�NQRZOHGJH�HOHPHQWV�LQ�D�SURFHVV�RUSURMHFW�DUH�LPSRUWDQW�IRU�WKH�SXUSRVH�RI�UH�XVH�
([SHFWDWLRQV.QRZOHGJH� LV� QRW� HQG� LQ� LWVHOI� EXW� KDV� DFOHDU� IRFXV�� FXVWRPHU� UHTXLUHPHQWV�&XVWRPHU� KDYH� WR� EH� XQGHUVWRRG� LQ� WKHEURDGHVW� VHQVH�� H[WHUQDO� DQG� LQWHUQDOFXVWRPHUV�� &XVWRPHU� LV� HYHU\ERG\� ZKRGLUHFWO\�RU� LQGLUHFWO\�IROORZV�D�SUHGHFHVVRULQ� WKH� ZRUNIORZ�� ,W� LV� LPSRUWDQW� WR� IXOO\XQGHUVWDQG� WKH� FXVWRPHU� UHTXLUHPHQWV�IRU� DOO� IXUWKHU� REMHFWLYHV� DUH� GHULYHG� IURPWKH�FXVWRPHU�UHTXLUHPHQWV�
2EMHFWLYHV%DVHG�RQ�WKH�H[SHFWDWLRQV��REMHFWLYHV�FDQEH�GHILQHG��7KH�REMHFWLYHV�FRQVLVW�RI�WKUHHPDLQ�FRPSRQHQWV��ZKDW�LV�WR�EH�SURGXFHG�ZKHQ� LW� PXVW� EH� FRPSOHWHG�� DQG� KRZPXFK� UHVRXUFH� ZLOO� EH� UHTXLUHG� WR� FRP�SOHWH�WKH�HIIRUW�LQ�WKH�VSHFLILHG�WLPH�
2XWFRPHV���:+$72XWFRPHV�DUH�WKH�NH\�RXWSXWV�RI�WKH�ZRUNHIIRUW� UHTXLUHG� WR� FRPSOHWH� WKH� RYHUDOOREMHFWLYH��:+$7�LV�GRQH��2XWFRPHV�EUHDNGRZQ� WKH� H[SHFWDWLRQV� LQWR� GLVFUHWH� DQGPDQDJHDEOH�SDUWV�

5ROHV�DQG�5HVSRQVLELOLWLHV���:+25HXVDEOH� NQRZOHGJH� LV� FRQFHUQHG� ZLWKWHDPV�� :+2� SOD\V� ZKDW� UROH� DQG� LVUHVSRQVLEOH�IRU�FRPSOHWLQJ�ZKLFK�WDVN�
.QRZOHGJH� 0DQDJHPHQW� WDNHV� LQWRFRQVLGHUDWLRQ�WKH�PRWLYDWLRQ�RI�HDFK�VLQJOHWHDP�PHPEHU�� 7KLV� VXSSRUWV� WKH� DVVLJQ�PHQW� RI� WHDP� PHPEHUV� WR� VSHFLILF� WDVNVDQG� LPSURYHV�PRUDOH� DQG� VHOI�FRQFHSWLRQRI�WHDPV�
:LWK� UHJDUG� WR� WKH� RXWFRPHV� UHVSRQ�VLELOLWLHV�KDYH�WR�EH�VSHFLILHG��7\SLFDO�UROHVDUH� DSSURYDO�� PRQLWRULQJ� DQG� RZQHU�.QRZOHGJH� PDQDJHPHQW� KDV� WR� NQRZDERXW� SRWHQWLDO� WHDP� PHPEHUV� DQG� WKHLUSRWHQWLDO�UROHV�
6FKHGXOLQJ���:+(15HJDUGOHVV�WKH�VSHFLILF�FRQWHQW�RI�D�WDVN�LWFDQ�EH�FRQVLGHUHG�DV�DQG�VFKHGXOLQJ�FDQEH� SHUIRUPHG� WKH� VDPH� ZD\� DV� NQRZQIURP�SURMHFW�PDQDJHPHQW�� 7KH� RXWFRPHVZKLFK� ZHUH� GHWHUPLQHG� EHIRUH� FDQ� EHEURNHQ� GRZQ� LQWR� ZRUN� SDFNDJHV�� (DFKZRUN� SDFNDJH� LV� VSHFLILHG� E\� QDPLQJ� DQRZQHU�� VWDUW� DQG� ILQLVK� GDWH� DQG� WKHGXUDWLRQ�� $� VLPSOH� EDU� FKDUW� FDQ� GLVSOD\WKH� SURMHFW� LQ� WHUPV� RI� VFKHGXOH�� �� 6XFKSURMHFW� PDQDJHPHQW� ZLOO� ODWHU� EH� RI� KLJKLPSRUWDQFH� ZKHQ� NQRZOHGJH� ZLOO� WR� EHUHXVHG�
%RWWOHQHFNV,Q� HYHU\� ZRUN� VHTXHQFH� WKHUH� DUH� ERWWOH�QHFNV� WKDW� OLPLW� WKH� RYHUDOO� WKURXJKSXW�&DXVHV� FDQ� EH� PDFKLQHV� RU� HTXLSPHQW�EXW� DOVR� SURFHVV� RUJDQLVDWLRQ�� VNLOOV� RU� DVSHFLILF� SHUVRQ�� 0RVWO\�� ERWWOHQHFNV� DUH
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ZHOO� NQRZQ� ZLWKLQ� DQ� RUJDQLVDWLRQ�� 7KHHIIHFW� FDQ� EH� PLWLJDWHG� E\� LGHQWLI\LQJ�DQDO\VLQJ� FDXVHV� DQG� GHYHORSLQJ� DQRSWLRQ�� .QRZOHGJH� PDQDJHPHQW� KDV� WRDFFRPSDQ\� DOO� ERWWOHQHFNV� IRU� WKHVH� FDQKDYH� VLJQLILFDQW� LPSDFW� RQ� GHOD\LQJ� WKHSURFHVV�RU�SURMHFW�
5LVN�0DQDJHPHQW:KHUHYHU�REMHFWLYHV�KDYH� WR�EH�DFKLHYHGWKHUH�DUH�IDFWRUV�WKDW�MHRSDUGLVH�DFKLHYLQJWKH� REMHFWLYHV�� 7KHUHIRUH� ULVN� PDQDJH�PHQW� KDV� DQ� LQWHUIDFH� WR� NQRZOHGJHPDQDJHPHQW�� 7KH� LGHQWLILFDWLRQ� DQGDQDO\VLV� RI� ULVNV�� SODQQLQJ� RI� FRQWLQJHQF\DFWLRQV� DQG� SURDFWLYH�� SUHYHQWLYH� DFWLRQVSURYLGH� D� JUHDW� RSSRUWXQLW\� WR� UHXVH� WKLVNQRZOHGJH�
%HQHILWV�RI�.QRZOHGJH0DQDJHPHQW.QRZOHGJH� LV� DOVR� FDOOHG� 
LQWHOOHFWXDOFDSLWDO
�� 7KLV� PDNHV� FOHDU� WKDW� WDONLQJDERXW� NQRZOHGJH�PHDQV� WDONLQJ� DERXW� DQDVVHWV�� /LNH� ZLWK� RWKHU� DVVHWV� LW� LV� EHVWXVHG�ZKHQ�EHLQJ�LQYHVWHG��7KLV�LV�YDOLG�IRUWKH� NQRZOHGJH� DVVHW�� WRR�� 1RW� UHXVLQJKDUYHVWHG��VXFFHVVIXO�NQRZOHGJH�LQ�D�QHZWDVN� ZRXOG� EH� OLNH� ZDVWLQJ� PRQH\�� ,WUHVXOWV� LQ� WKH� IDPRXV� UH�LQYHQWLQJ� RI� WKHZKHHO� ZKLFK� REYLRXVO\� LV� QRW� D� JRRGSUDFWLFH�
.QRZOHGJH�PDQDJHPHQW�LPSURYHV�TXDOLW\�IRU�LW�FRQWUROV�SURFHVVHV�RU�SURMHFWV�EDVHGNQRZOHGJH� WUDQVIRUPHG� WR� EHVW� SUDFWLFHV�.QRZOHGJH� PDQDJHPHQW� FRQWDLQV� WKHVWUHQJWK� RI� FRQWLQXRXV� LPSURYHPHQW� E\

FRQWLQXRXVO\� XSGDWLQJ� URDGPDSV� DQGDGRSWLQJ�ODWHVW�NQRZOHGJH�
7\SLFDO� XVHV� RI� NQRZOHGJH� PDQDJHPHQWDUH� DOO� WKH� DUHDV� ZKLFK� FDQ� EXLOG� XSRQDFTXLUHG� NQRZOHGJH�� $PRQJ� RWKHUV� DUHWKH�IROORZLQJ�H[DPSOHV�
x $Q� RUJDQLVDWLRQ� FRQVLVWV� RI� VHYHUDODUHDV��2Q�RI� WKHVH�DUHDV�RXWSHUIRUPVWKH� RWKHUV�� .QRZOHGJH� PDQDJHPHQWHQDEOHV� WR� JUDVS� WKH� VSHFLILF� 
UHFLSHIRU�VXFFHVV
�RI� WKH�RXWSHUIRUPLQJ�DUHDDQG�SDVV�WKLV�RQ�WR�WKH�RWKHU�DUHDV�x $Q� H[SHUW� GHYHORSV� D� PRGHO� WRLQFUHDVH�VXFFHVV�ZLWKLQ�D�VSHFLILF�DUHDRI� H[SHUWLVH�� .QRZOHGJH�PDQDJHPHQWFDQ� EH� XVH� WR� IXUWKHU� UHILQH� WKHSURFHVV�DQG�PDNH�WKH�UHDG\�IRU�XVH�x $Q� RUJDQLVDWLRQ� FRQVLVWV� RI� VHYHUDODUHDV� XVLQJ� WKH� VDPH� SURFHVV�.QRZOHGJH�PDQDJHPHQW� FDQ�EH�XVHGWR� FUHDWH� DQ� RYHUDOO� VWDQGDUG� DQGFRQWLQXRXVO\�LPSURYH�WKH�SURFHVV�x $Q�RUJDQLVDWLRQ�H[SHULHQFHV�SHUVRQQHOWKH� FRPSDQ\�� H�J� WKURXJK� IOXFWXDWLRQRU� FKDQJH� RI� JHQHUDWLRQ�� .QRZOHGJHPDQDJHPHQW� FDQ� DVVLVW� WR� SUHVHUYHH[SHUWLVH�DQG�PDNH�LW�DYDLODEOH�IRU�QHZSHUVRQQHO�x $�FRQVXOWLQJ�FRPSDQ\�GHYHORSV�D�QHZFRQFHSW� DQG� ZDQWV� WR� SURYLGH� WKHLUFOLHQWV� ZLWK� WKLV� FRQFHSW� LQ� IRUP� RI� D
GLJLWDO� H[SHUW
�� 5RDGPDSV� FDQ� EHFUHDWHG� ZLWKLQ� NQRZOHGJHPDQDJHPHQW� WR� DOORZ� FOLHQWV� UHXVLQJWKH�
EHVW�SUDFWLFH
�DV�GHYHORSHG�E\�WKHFRQVXOWLQJ�ILUP�x $Q� RUJDQLVDWLRQ� ZDQWV� WR� PDS� WKHLUTXDOLW\�SURFHVV� LQ�D�ZD\� WKDW� WKH\�DUH
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WDNHQ� IURP� UHDOLW\�� UHXVHG� DQGFRQWLQXRXVO\� LPSURYHG�� .QRZOHGJHPDQDJHPHQW� DOORZV� WR� KDUYHVW� VXFKH[SHUWLVH�DQG�PDNH�LW�DYDLODEOH�IRU�WKHIXWXUH�IRU�FRQWLQXRXV�UHILQHPHQW�x $Q� RUJDQLVDWLRQ� KDV� XQGHUVWRRG� WKHSDUDPRXQW� YDOXH� RI� WKHLU� NQRZOHGJH�WKHLU� LQWHOOHFWXDO�FDSLWDO�DQG�ZDQWV� WKLVWR�EH�VDIHO\� VWRUHG��:LWKLQ�NQRZOHGJHPDQDJHPHQW� NQRZOHGJH� LV� PDGHPDQDJHDEOH�
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